






































































































































utilization review committee does not bypass the Board in its
decision-making process.

Subpart 4, Decisions.

For clarity, the decision-making process of the utilization review
committee and procedural standards are identified here. This provision
is necessary both to regulate the committee and to advise residents of
decision-making methods.

Requiring a majority vote lessens the chance of
decisions based solely on personal factors. The requirement that the
decision be based on the admissions criteria makes the issue objective,
documented and consistent with the goal that the facility be able to

care for the person.

9050.0500 Cost of care; basis for maintenance charge; billing.
Subaprt 1. Annual calculation; effective date; notice of
change.

This provision outlines the method by which cost of providing care
at the Minnesota Veterans Homes facilities is calculated and explains
how this calculation relates to the maintenance charge authorized by
Minnesota Statutes, section 198.03. The section also limits changes in
cost of care and therefore maintenance charge BASE to once per year.

As a public facility, the Minnesota Veterans Homes have an
obligation to account for and explain the use of funding and revenues
and the basis on which a recipient of services is charged for those
services. This rule satisfies the requirements of public disclosure and
public accountability.

For both budgetary/legislative appropriations and individual
planning purposes, there is a need to set limits on costs and establish

time frames for calculation. This is necessary so accurate information
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can be provided to government representatives and so applicants and
residents can plan accordingly. Making calculations retroactively is a
reasonable approach to cost determination as it is based on actual
documented expenses and actual occupancy rather than speculative
projections as to future costs. Providing for a once a year‘base
calculation is a reasonable compromise between the need to "keep up
with costs" and the need to stabilize the financial situations for
residents and their families and assist in planning.

The provision of thirty days notice prior to any rate change is
felt reasonable as it approximates typical notice provisions in the
business world as a whole and is comparable to the notice provisions,
imposed by statute, for discharge or transfer.

Subpart 2. Costs to be included in calculating cost of care.

This section identifies the costs which are included in cost of
care calculations. Costs are primarily divided into direct and
indirect, a classification also used in determining nursing home rates
under medical assistance reimbursement rules.

Identification of items included in cost of care calculations is
necessary to inform the public of what they are paying for - whether
they are residents paying a maintenance charge or taxpayers whose
monies support appropriations. Use of direct and indirect cost
classifications is necessary to satisfy the federal government, to
obtain the United States Department of Veterans Affairs per diem
payments for eligible veterans.

Division of costs along direct and indirect service lines is a
reasonable cost distribution as it reflects most accurately the amount

of time or resources invested in a particular level of care. For
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example, nursing services, which are considered a direct services cost,
are likely to be utilized to a greater extent at a higher care level
such as nursing care unit than are indirect services such as
dietary.Therefore, the "allocation" of nursing costs should reflect the
greater useage and staffing at higher care levels. Conversely, services
which do not involve greater time at one level of care or another or
which do not vary according to the number of residents, such as
housekeeping, are allocated on an equal, general basis.

Subpart 3. Method of calculating average daily per resident
cost of care.

Subpart 3 explains the formula which is used to calculate the
average daily cost, per person. The method of calculation is the same
for each care level; the date used to make the calculation differs
according to care level.

The Minnesota Veterans Home is required, both by statute and
federal regulation to calculate separate costs of care for each
licensure level; currently nursing care and boarding care. It is
reasonable to comply with state law and to comply with federal
requirements which avail the home of additional financial resources,
thus reducing the cost to residents and taxpayers.

Separate calculations are reasonable as they facilitate residents
paying only for those services available to them, thus the lower level
of care does not subsidize the higher level of care. Conversely,
services used to a greater extent by the lower level of care/licensure
- such as chemical dependency support services or mental health
services - are not supported by or factored disproportionately onto

nursing care.
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Subpart 4. Cost of care related to maintenance charge.

This rule portion explains the relationship between the cost of
care calculation and the maintenance charge.

The rule provision is necessary to give meaning to Minnesota
Statutes, section 198.03 which authorizes a "reasonable charge to be
paid to the State for care and maintenance in the home" by those who
are financially able to provide for themselves,

Despite its authorization of a "reasonable charge'", Minnesta
Statutes, section 198.03 does not define what constitutes a reasonable
charge nor does it provide a method by which to determine such a charge.

Traditionally, veterans residing in the homes have been required
to pay "excess income" or to sign over all assets to the home, as
payment for maintenance. It is not felt reasonable, nor is it desired,
to require the person to divest him or herself of all "wordly goods' in
order to gain entrance to the home. Rather, the Board has chosen to
calculate each person's maintenance charge separately, depending on
individual needs and circumstances,

Finally, the maintenance charge is limited to the actual cost of
care at a particular level. This limit is a reasonable one as the State
is not "profitting" from an individual by charging more than the
average cost of care for that person's level of care and because the
person pays only for services which benefit their level of care.

Subpart 5. Effect of bed hold on maintenance charges.

This rule confirms the standard and information provided under the
bed hold provisions.

Subpart 6. Billing.

This subpart establishes the general requirements for billing of a

49




person's maintenance charge. The requirements are intended to provide
an organized, equitable methd of billing - to identify for residents
their obligations, etc,

Such a rule is necessary to ensure that billing is done in an
organized, reliable fashion. Regular billing methods and contents
enable affected individuals to better understand their rights and
obligations.

The individual billing requirements expressed in this subpart are
considered reasonable because they comply with applicable state and
federal requirements and/or are consistent with common practice in the
business community.

For example, basing the billing on an average thirty day month is
reasonable because it "fixes" the rate or billing amount, making it
easier for a person to budget. It also means less interference wifh
federal benefits because of the fluctuaﬁion in costs and resources
caused by changes in the length of a particular month. A fixed monthly
billing is also typical of "outside" industry - e.g. monthly rents or
mortgage payments do not fluctuate on the basis of the number of days
in a month.

9050.0510 Maintenance charge; additional services; veteran exclusive
services.

This rule provision clarifies for an applicant or resident what is
and is not incorporated in a maintenance charge and also clarifies that
a resident retains his or her right to use private services or
resources to meet his or her medical needs, basic needs or additional
needs, should he or she so desire.

The relationship between the United States Department of Veterans

Affairs and the state veterans homes is such that some services
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provided by or through the United States Department of Veterans Affairs
are not available to residents of the state veterans homes. This "gap"
results from the fact that federal benefit eligibility requirements or
standards are more restrictive than the eligibility standards for state
veterans benefits (particularly entrance into the state veterans homes).

Subpart 1. Additional services at resident's own expense.

Subpart one confirms the resident's right to use private services
and identifies the conditions under which such services can be
provided. It also provides notice to the resident that the use of such
services is not a substitute for or excuse from payment of the
maintenance charge for services provided by or available at the
Minnesota Veterans Homes facility.

This provision is deemed necessary to give '"notice" to affected
parties of the conditions under which services of the facility are
provided - the primary condition being that services are "collectively
supported". That is, just as in the private health insurance industry,
"coverage" or the provision of services is contingent on the use of
designated or approved providers. As under private health insurance,
residents can use facility services or services of designated providers
and such cost is factored into their maintenance charge (just as it is
"included" in the premium paid to an HMO). However, if a resident
chooses a non-facility provider, he or she must bear the cost directly;
just as use of a non-approved physician in a health insurance context
results in reduced or eliminated coverage. The only services a
non-veteran resident could not use are those provided and funded by the
United States Department of Veterans Affairs - in a sense a "separate

health care provider with differing eligibility requirements.
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Subpart 2. Veteran exclusive services.

Subaprt two defines those services which are available only to
federally eligible veterans and clarifies that residence in the
Minnesota Veterans Homes facilities and/or payment of a maintenance
charge does not serve to qualify the person for such benefits. Notice
is also provided to residents that they must obtain or arrange for
services comparable to veteran exclusive services, which are needed but
not provided as part of the basic services provided in the facility,

such as physician services.

The need for this entire rule provision arises from the "conflict"
between state and federal eligibility standards. As long as the state
chooses to care for a larger eligible population (including spouses of
veterans) than does the federal government, there will be a group of
residents at the Minnesota Veterans Homes facilities who are not
"covered" by federal services. Rather than restrict its eligibility
requirements to match those of the federal government, and exclude such
persons as spouses of veterans, the State has chosen to incur the
additional expense of providing benefits or services which for some
people the federal government does not reimburse. This rule provides
that "broader population" with notice of the circumstances or
conditions applicable to residency; thus allowng that person to decide
whether his or her needs will be met more effectively at the Minnesota
Veterans homes or elsewhere.

9050.0520 Maintenance charge; delinquent accounts; interest; discharge.

Subpart 1. Interest on delinquent accounts.

Subpart one defines what constitutes a "delinquent account" and

52




provides that notice will be given to a person whose payment is not
received in a timely manner,

This rule follows Minnesta Statutes, sections 198.03, subdivision
3 and 334.01 regarding overdue maintenance charges and imposition of
or assessment of interest. The statute authorizes an interest penalty
on unpaid maintenance charges.

Assessment of interest is intended as a penalty for those who have
not complied with the terms of their admissions agreements. It is
imposed not only to comply with state law but also to "equalize" the
situation with those who have and continue to pay their maintenance
charge in good faith. This penalty is a necessary one to encourage
timely payment and penalize non-payment.

The assessment of interest is based on a definition of
"delinquent'" which distinguishes non-payment on the basis of intent.
The definition is that a delinquent account is one which is willfully
unpaid; that is the person has the mental and financial ability to pay
and chooses not to. Conditioning delinquency on "intent" to avoid
payment is a reasonable compromise between the need to keep accounts
current and the need to recognize circumstances which are beyond a
person's control which can result in delinquency. The definition of
"willfull refusal" is to distinguish between lack of cooperation by the
resident and inability to pay due to failure of another party (e.g.
check from a government agency is lost or delayed). Such compromise is
reasonable in that the penalty should not extend to the person who has
no control or is not "at fault" with regard to non-payment.

Subpart 2. Discharge for non-payment.

Discharge is intended as the "ultimate penalty" for non-payment.
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This subpart, when read in conjunction with the rule on discharge,
provides notice to residents that discharge will result from failure to
abide by their admissions contract.

Discharge, although a severe penalty, is a reasonable one for the
person who refuses to comply with payment requirements or contract
provisions.

9050.0530 Rates and charges; agreement at the time of admission.

This rules clarifies the status of admissions under the statutory
exception, Minnesota Statutes, section 198.03, by specifying that an
admissions agreement is necessary and must be made prior to/in
conjunction with a person's admission.

9050.0540 No unpaid absences.

This rule specifies, when read in conjunction with the provisions
on bed hold, that a bed will not be held for a person nor will that
person be excused from payment during a period of absence,

A provision specifying that any maintenance charge paid must
continue during absence is necessary to provide notice of such
requirement to applicants or residents.

9050.0550 Maintenance charges; resources considered.

Subpart 1. General,

This rule identifies the general nature of property or resources
considered in determining payment. The standard is necessary to provide
notice to applicants and residents of what is considered available for
payment; it allows them to plan accordingly.

It also establishes a priority of resources to be used for payment.

This rule is reasonable primarily because it gives a person

advance notice of what is considered available to the state. It permits
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each person to plan for his or her needs.

Subpart 2. Insurance benefits.

Insurance benefits are treated separately from other resources as
they are not completely within the control of the applicant or
resident. This provision specifies that where the person is eligible
for insurance benefits, the whole of those benefits will be considered
available for payment.

Such provision is necessary to inform the recipient that such
funds will be "appropriated" to defray costs. It is a reasonable
provision because it places third-party resources above personal ones
in priority thus potentially reducing the direct financial impact on
the applicant or resident. It also is consistent with the purpose for
which the person bought or availed him or herself of the insurance
coverage.

Subpart 3. Property.

This rule limits unexcluded property to $3,000 and further
provides that excess "property" must be spent down to the $3,000 limit
by full payment of the cost of care.

Such a restriction is necessary to maintain the primary purpose of

the Minnesota Veterans Homes, which is to care for disabled veterans
who are physically and/or financially unable to provide such care for
themselves. The "burden" of recouping the cost of care, of maintaining
the facility, is placed on those who can afford it. The provision is
also necessary to reduce the burden to the taxpayers.

The $3,000 property limitation is the same as is applied for
medical assistance recipients under Minnesota Statutes, section

256B.056, subdivision 3. The limit is considered reasonable, when
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combined with the excluded assets allowed, because it is a sufficient
resource to re-establish oneself in the community in the event of
discharge from the facility or program; and is adequate for burial
expenses in the event the person dies while a resident or receipient.

Subpart 4. Chargeable income.

This subpart creates and defines a category of income called
"chargeable income" - which is income actually considered available to
a person to contribute to cost of care. It also distinguishes between
benefits or income paid directly to the recipient and those paid
directly to the facility on the person's behalf. Where such resources
are paid directly to the person they are considered income for
calculation purposes. Where such resources are paid directly to the
facility, on behalf of the person, they are considered a deduction or
offset against the cost of care and are not included in a person's
income,

The primary need for this rule is again the provision of advance
notice to the person of what is considered in the calculation of
ability to pay.

The category of ''chargeable income" is a reasonable compromise
between the individual's needs and the State's need to recover money
and reduce costs. This provision allows for the "deduction" of
mandatory expenses such as taxes and FICA, as well as the necessary
expenses to meet the personal needs of the individual and/or his or her
family. In a sense, the State only gets what is "left over'" after each
person's obligations are met.

Subpart 5. Property and income of the spouse.

This final subpart specifies that property and income belonging to
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the spouse (of the applicant or resident) are NOT factored in to the
calculation of resources available to pay the cost of care.

This provision reflects a policy decision on the part of the Board
to consider the individual applicant or resident rather than his or her
family. To apply the "spend down'" requirements and other financial
standards to the spouse who is not institutionalized extracts too high
a price to achieve cost reductions for the State. To apply such
restrictions equally to the person receiving care as well as his or her

spouse only serves to impoverish the spouse.

There are no limitations placed on the spouse with respect to
income or resources. This is consistent with medical assistance
provisions contained in Minnesota Statutes, section 256B.059,
subdivision 5, which provides that no assets of the community spouse
are considered available to the institutionalized spouse during the
continuous period of institutionalization.

9050.0530 Maintenance charge determination; time and calculation method.
This rule explains when and how a person's billing is determined.
Subpart 1. Time of determination.

Timing of the calculation is triggered by the events specified in
this subpart. The events which trigger a determination are those, in
the experience of the facility financial staff, are most likely to
create a significant change in financial circumstances - either a
change in costs or a change in resources.

Specifying the conditions or occurrences which will result in a
redetermination of the maintenance charge is necessary to inform the
applicant or resident of the reasons for possible fluctuation in the

maintenance charge.
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The factors selected as requiring recalculation of the maintenance _
charge are reasonable as they are the events most likely to create a
change in the person's ability to pay. Providing for a change in
billing, either positive or negative (increase or decrease), balances
the facility's needs against the person's.

Subpart 2. Method of calculation.

The method of calculation described in this subpart is the method
traditionally used at the Minnesota Veterans Homes, prior to the
imposition of these rules and throughout the facility's recent history.

Again it is necessary, for reasons of fairness, to advise affected
parties of the methods used to calculate their billings.

The calculation method used is straight-forward and simple. It's
reasonableness stems from the clarity of the determination. As in
medical assistance, those with resources over the "assets" 1limit of
$3,000 must reduce that amount to the appropriate level to achieve or
maintain eligibility for benefits, The resources must be reduced to
$2500, according to rule. The primary reason for the $500 "gap" is to
appropriately utilize the financial staff. Not requiring recalculation
until assets are at $3,000, eliminates the need for (and significant
cost of) reporting and recalculating based on insignificant changes.
The $500 gap therefore allows a person to reach up to $3,000 before

triggering a recalculation.

Subpart 2, item B deals with maintenance charge calculations on
the basis of income. Again, the calculation is simple; all chargeable
income, up to the full cost of care for the appropriate level of care,

shall be paid as maintenance charge. Use of all available income, after
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deduction for the individual's needs, avoids the use of a complicated
fee schedule and more readily accomodates each person's needs, as
these are determined on a case by case basis.
9050.0570 Maintenance charge; notice after financial status review.
This section requires notice of any change in the maintenance
charge following review.
Notice is necessary, to advise a person
of a change and to provide the person with an opportunity to object to
such change. This notice is particularly important when dealing with

the often critical area of finances,

Providing notice of any changes is a reasonable means of providing
"fair warning" to the person prior to implementation. Notice of the
results of a review is certainly preferable to an unheralded,
unexplained change in a billing.

9050.0580 Review of maintenance charge determination.

This section provides a right of review of any maintenance charge
change. It is a necessary safeguard against incorrect calculations
based on inappropriate, inaccurate or incomplete information. It
provides some "checks and balances'" to the financial system.

Review by the administrator is a reasonable method of obtaining
"second opinion" as he or she is familiar with the facility and how
calculations are done, but was not directly involved in the original
determination or review. As such, the administrator can potentially

bring an unbiased view to the re-evaluationm,

9050.0590 Maintenance charges; refund.

Refunds on amounts paid are to be made where such person

59




discharges from the facility before using "all services" for which they

have made payment.

As billing is typically done in advance of time covered by the
charge (that is, payment for September is made in early September or
late August for the month forthcoming) and people cannot anticipate
what might occur during the month for which they have already made
payment, it is necessary to clarify for them that payment will be

refunded for any days a bed is unused or not held.

Providing a refund for "unused days'" is certainly reasonable as
people are then not paying for something they did not or could not use.
It also prevents "double billing" if the bed is subsequently filled by
another paying or contributing resident before the end of that billing
month.

9050.0600 Property limitations.

Subpart 1. General provisions of property ownership.

The general treatment of property is clarified in this subpart.
Only property in which the person has an actual interest and which is
actually available or can be made available is considered according to

this provision.

For purposes of clarity, it is necessary to define the nature and
extent of property interests which will be considered and to do so in a
manner consistent with actual practice as opposed to theory. An example
of the potentially conflicting situation of theory versus reality is
demonstrated by the legal ownership status of "joint tenancy". The

theoretical definition of joint tenancy is that each of the interest
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holders has a right to the entire property. As a preactical matter
however, each "owner'" cannot have or use the entire property. Thus,

this provision indicates that, for calculation purposes, only the

person's actual share (assumed to be an equal share) will be considered.

All items identified in subpart 1 are considered available
assets/property, for medical assistance purposes under the currently
operational rule

Subpart 2. Real property limitationms.

This section is necssary to identify those interests in real
property, likely to exceed the $3,000 limit, which for public policy
reasons should be excluded from any resource calculations (and the
conditions on which that exclusion is based).

The provisions in this subpart are consistent with or the same as
those presently operational in medical assistance rules.

Exclusions of real property are generally based on whether that
property benefits the person or his or her family. Therefore, property
which is homesteaded; occupied by family, is excluded, as is property
which produces an income. Also excluded is property which cannot be
liquidated. Non-saleable property is not included as a resource since
in actuality it cannot be converted to a useable resource. Exclusion of
such property prevents the need and cost for the State to attempt to
"broker" the property to recover cash. Also, homesteads are similarly

excluded under medical assistance.

The final exclusion is a catch-all which exempts any property
specifically excluded by federal law or regulation or state law which

supersedes these rules. An example at the state level would be proceeds
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of an agent orange settlement (per Minnesota Statutes, section 197.447).

Subpart 3. Other property limitations.

Subpart three separately discusses the exclusion of personal
property. It is necessary to separately exclude such items or funds as
the basis of the exclusion differs from the basis for real property
exclusions. The personal property exclusions are similar in that some
are based on need for the person and some on necessity for income
production. Another reason underlying several of the exclusions is the
likelihood, or lack thereof, of getting funds from the sale of such

items.

The exclusions for medical assistance under Minnesota Statutes,
section 256B.056, subdivision 3 include a motor vehicle, burial
plot,household goods and personal effects, income producing personal
property and items excluded by federal law. The only differences are
the medical assistance dollar limit on the value of a motor vehicle;
the medical assistance exclusion of a burial plot versus the exclusion
of a burial plan or account and the veterans home exclusion of 50% of
items jointly owned with a spouse.

Subpart 4. Separate account for excluded funds.

Liquidated assets/funds/property must be in a separate account to
retain the exclusion. Such a rule is necessary for accounting and
tracking purposes. Permitting commingling of excluded with non-excluded
funds makes monitoring of permissible transactions costly and
complicated.

The requirement is reasonable because it is not unduly burdensome

to the person claiming the exclusions and allows ready achievement of
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goéls.
9050.0650 Transfers of property

Subpart 1. Generally.

This section imposes a reporting requirement on applicants and
residents with respect to transfers of property. The provision is
necessary to ''track' disposition of property to eliminate transfers
which are done solely to avoid payment for care. A reporting
requirement is a reasonable condition of admission or continued
residence as it requires minimal action on the part of the affected
person and has the potential to prevent significant abuse of tax funds

by discouraging transfers without appropriate consideration,

The "prohibition" against transfers to heirs is currently an
operational rule with respect to medical assistance. It represents a
compromise between restricting transfers without adequate consideration
altogether and permitting the person to dispose of the property in any
way he or she chooses. It is a '"meed-based" standard such that transfer
to a dependent is permissible while transfer simply to preserve funds
is not permitted.

Subpart 2. Permitted transfers.

The types of transfers acceptable to the Board are outlined here.
Three types of transactions are considered "valid" for purposes of
these rules: 1) transfer more than twelve months prior to admission, 2)
transfer to a dependent family member any time before admission, and 3)
fair market value transfers with proceeds available for cost of care.

It was felt necessary to define for applicants and residents what

is and is not an acceptable transfer so people have notice of the
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likely consequences when exercising their freedom to dispose of their
property as they choose. The categories of transfers are based on the
likelihood that the transfer was for a purpose other than to avoid
payment for one's cost of care. The "twelve months prior" limitation
was chosen as most decisions to apply to and enter the home are made
only when the actual need arises and generally well within a year
before admission. Thus it is more likely than not that a transfer
twelve months or more before admission is motivated by concerns other
than evading payment. The transfer to "dependent immediate family" is
need based and reflects the Board's commitment to serve the needs of
the veteran and those dependent on him oxr her before serving the
strictly financial needs of the State. The transfer "for fair market
value" restriction was selected as a means by which to eliminate
evasive transfers - the intent of which is generally to avoid payment.
Therefore, unless the transfer serves a legitimate need as identified
in items A and B, it must be a legitimate "arms-length" transaction

resulting in a fair exchange.

The Board considered these criteria reasonable measures of the
legitimacy of a person's intent in effecting the transfers. These
criteria represent a hierarchy in which the basic needs of the resident
and his or her family are placed first and the needs of the State, in
reducing costs to taxpayers, are placed second.

Subpart 3. Fraudulent transfers.

Subpart 3 defines a transfer for less than fair market value as
fraudulent. This provision is necessary to provide (advance) notice to

affected parties of conduct which is prohibited. To "penalize" someone
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for conduct which they did not know was prohibited or wrong has long

been considered offensive to concepts of due process.

The "reasonableness" of this provision is in the fact that it
creates a presumption of fraudulence, which the person can refute by
providing evidence to show the transfer was for an appropriate purpose.
It therefore allows for individual consideration on a
situation-by-situation basis.

Subpart 4. Loans of property.

According to this subpart, a loan of property is considered a
transfer. This definition is necssary to prevent complete evasion of
financial restrictions by a person who makes a transfer and simply
labels it a loan. In order for a loan to be "recognized" as a valid
transfer, it must be a legitimate business transaction evidenced by
receipt of appropriate or adequate consideration.

Loaned property is considered available to the owner under this
subpart. Again, only a presumption of availability is created. The
person may refute that presumption, and the property or value thereof
will not be considered available, if evidence is provided that a loan
will not be repaid. In this manner, a person is not 'penalized" twice -
once by a defaulting buyer and again by the Board which expects payment
of monies or funds the person did not receive and is not likely to
receive, Here again the 'reasonableness" of the provision arises from
the case-by-case, individualized approach.

Subpart 5. Unacceptable compensation for transfer of property.

Subpart 5 defines for applicants and residents what is not

considered acceptable compensation for transfer of property. Again the
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primary need for this section is to provide notice of prohibited

conduct.

The legitimacy of the compensation is judged on two grounds -
whether the compensation received is readily available to the
owner/resident and whether the "adequacy' of the compensation can be
readily assessed, to determine whether a fair market value exchange has

occurred.

Services were excluded as acceptable compensation due to the time,
expense and arbitrariness of determining whether the exchange is or was
adequate. Exclusion also eliminates the need to monitor whether
services were actually performed. Goods are acceptable compensation
only where supported by receipt or other documentation. Such
requirements eliminate the valuation problems which occur in assessing
the appropriateness of services.

These provisions too, with minor changes regarding acceptability
of services, are currently operational medical assistance rules.
9050.0700 Income.

Subpart 1. Evaluation of income.

Only income which truly "belongs" to the person receiving services
at a Minnesota Veterans Home will be considered for evaluation
purposes. The section provides an expansive definition of income as all
payments received, unless specifically excluded. A general guideline
based on time of receipt, is provided to determine when to "include"

income.

A rule regarding evaluation of income is necessary to inform the

applicant or resident and guide or limit discretion of the staff. It
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provides an objective standard with which to calculate income of the

person,

The definition of income and the guidelines established under this
subpart are reasonable as they are based, as are the provisions on
property, on actual availability of the resource. For calculation
purposes, income is counted when actually received. In a sense, this
determination is consistent with the "cash-basis" accounting method and
is realistic as a person cannot pay what they don't have.

Subpart 2. Availability of income.

Subpart two covers availability of income from specific sources
such as trusts and income from joint property.

This separate provision is necessary to recognize and provide
guidelines in dealing with income from sources or investments whose
handling is regulated or governed by other legal standards. Both
specified types or sources of income are based again on the nature and
extent and timing of availability of the funds, as determined by law.

This provision too is operational under medical assistance rules.

Subpart 3. Excluded income.

The only exceptions to the general rule on income are discussed
here. The exclusions are work therapy monies and half of jointly earned
income (if earned by or paid to both the resident and spouse).

The exclusion of work therapy earnings is required by statute,
Minnesota Statutes, section . The exclusion of half of jointly
earned income is the most equitable division which can be achieved in a
situation in which legally each is entitled to the entirety of the

income.
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9050.0710 Calculation of gross income.

This section describes in general the calculation of gross overall
income on the basis of the general nature of the sources of income.
These provisions are operational, with some portions omitted here, as
medical assistance rules.

Subpart 1. Earned income.

This section is needed to clarify that income received in exchange
for services is considered an available resource regardless of when
received or whether in exchange for actual services or as a benefit

adjunct to those services.
These provisions are currently operational medical assistance rules

and are reasonable as they treat earned income on the basis

of actual availability balanced against timing of receipt. This
treatment is consistent with the uses most likely to be made of such
income by the person in question.

Subpart 2. Self-employment earnings.

Although earned income, it is necessary to discuss income from
self-employment separately as the funds received by such person do not
necessarily equate with income in the availability sense and must be
examined differently to ensure that the treatment of such funds is, in
the end, roughly equivalent to earnings from employment by another
party.

The treatment methods outlined here are currently operational
generally, in medical assistance rules. These methods involve averaging
or allocating of costs and earnings. This is felt more reasonable as it
is likely to more accurately reflect the long-term earnings status of
the person and it reduces the effect of large receipts or expenditures

on the overall earnings picture.
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Subpart 3. Farm income.

Farm income is dealt with separately although a form of
self-employment income.

Subpart 4. Rental income.

Rental income is dealt with separately because it involves
property rather than services, potentially has aspects of earned and
unearned income and frequently involves "dual use" e.g. personal use
and income production. This provision permits an "allocation" if the
rental situation in question involves actual use by the owner as well
as generating income. Costs are allocated on a per room basis.
Deduction only of costs attributable to actual portions rented is all
that is allowed. This provision is necessary to prevent a duplication
of deductions (deduction of expenses here and under expenses of outside
spouse) and to provide a more accurate picture of income (offsetting
income from portions rented out by expenses for total use would
unnaturally reduce the income picture).

Subpart 5. Unearned income.

It is necessary to treat unearned income differently than earned
to obtain an income picture which is accurate as to actual
availability. Differing treatment of income on the basis of its source
is consistent with state and federal revenue rules or codes and
therefore easier for a person to understand and follow.

Subpart 6. Lump sums.

Lump sums must, according to this provision, be treated in a
manner consistent with the nature of the source of the payment. Such
sums are either earned or unearned. It is necessary to provide, via

rule, a method for dealing with such items or sums as receipt of lump
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sums is a frequent occurrence amongst Minnesota Veterans Homes
residents. Whether a lump sum is treated as completely available upon
receipt or is allocated over a period of time depends upon what is
represented by the payment. Payments for services or for losses or of
benefits occurring or accruing over a period of time are prorated so
they most accurately reflect the purpose of the payments. Lump sum
payments which do not constitute payment for services or for benefits
allocated over a period of time are treated as "windfalls" and
therefore immediately available in their entirety. Such a distinction
was felt to be a reasonable approximation of treatment of such monies
in a person's private life.
9050.0720 Calculation of net income; deduction for (employment)
expenses.

Subpart 1. Calculation method.

Establishing a specific method by which to do financial
calculations is necessary to ensure consistency in determination and
fairness in the calculation as well as providing notice to affected

persons of how their income and financial status will be assessed.

Using a calculation which starts with everything included in the
definition of "income" was felt most clearcut, and in that way
reasonable, method of calculation. This calculation uses the concept of
gross income - the total income from all sources - familiar to people

because of its use with regard to taxes.

Subpart 2. Deduction for necessary expenses.
Subpart two outlines the offsets or deductions from income which

the Board felt appropriate in achieving its goal of providing first for
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the resident and his or her family.

The deduction must be identified by rule to avoid abuse of
discretion on the part of facility staff in allowing deductions and
making calculations, avoid abuse on the part of applicants or residents
in claiming deductions and to provide notice to all affected parties of

the type of expenses the Board will allow.

The specific categories of expenses permitted under this rule
represent an attempt at balance between the Board's duty to minimize
costs to the State and maximize recovery of resources and the Board's
obligation to act in the best interests of the veterans served by the
homes. The categories of allowable expenses are characterized by three
qualities: 1) they are mandatory deductions or payments the person must
make by law, 2) they are expenses which are necessary to accomplish the
person's treatment or rehabilitative goals e.g. medical care, education
and employment expenses; and 3) expenses are necessary to support and
care for the person's dependent family (such costs would be borne by

the State if not by the person him or herself).

A listing of (specifically) allowable costs or expenses is common
to eligibility requirements/calculations for benefit programs. The
listing contained in this provision closely approximates those
contained in Rules 9500,1205, subpart 3, items A. to MM.; 9505.0065,

subparts 2 and 5; and 9515.2300, subpart 4.

9050.0730 Deductions from rental income.
This rule outlines costs which may be deducted from rental income,

in calculating actual earnings from such property. Such rule is

71




necessary to encourage people to maintain properties in good condition,
etc. yet to place a "cap" on the amount of expenditures appropriate to
accomplish that goal. This "1limit" strikes a balance which hopefully
prevents the State's benefit programs from being used to subsidize
rental investments.

This rule provision, in its entirety, is presently operational as
Rule 9505.0065, subpart 7.

9050.0740 Deductions from self-employment income.

This rule 1s a necssary guideline or limitation to prevent
"accounting away" all earnings from a self-employment situation. It is
felt to be reasonable as it follows the United States tax code. Also,
this provision is, in general, operational as Rule 9505.6065, subpart 8.
9050.0750 Deduction for voluntary support of dependent spouse or
household.

Subpart 1. Generally.

Allowing such an "expense'" by rule was felt a necessary provision
for two reasons: 1) it prevents the State from having to assume
financial responsibility for both the resident and his or her family;
and 2) it aids in the resident's overall treatment plan/rehabilitation
and care as it eliminates concern over whether his or her family is

taken care of.

The only requirement imposed by this rule provision is that of
validation. Any person claiming the need for support for the family of
a resident must document that the needs of those dependents are not
already met. This documentation requirement is a reasonable requirement

on behalf of "claimants" in that it places no dollar limitation on the
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expenditures, but requires only verification of accuracy - not
appropriateness. To impose a specific dollar 1imit on the recognized
categories of expenses in this rule was felt, by the Board, to be too
judgmental.

Subpart 2. Determination of monthly expenses.

Identification of the type of expenses '"recognized" by the Board
was a rule provision necessary to balance out the lack of any dollar
limitation on such costs. The categories of expenses identified and
legitimized here are felt to be reasonable ones as they fairly
approximate the nature of a family's budgetary needs. These costs are
"typical" of the costs necessary to support a person and/or family in a
private home/living situation.

Subpart 3. Calculation of amount of deduction.

Subpart three defines the calculation method used to determine the
amount to be allowed as a deduction from the resident's income.

Committing the calculation formula to writing assures consistency
in application and also engbles an applicant or resident to perform the

calculation independently, for planning and verification purposes.

This rule portion indicates that the deduction is limited to the
amount by which the spouse or household's expenses exceed income or
resources independently available to them. Therefore, complete
documentation of expenses and resources 1s necssary before such
deduction is allowed.

9050.0755 Calculation of chargeable income of applicant or resident.

The formula or method to be used to figure out the amount of

income a person has left (after meeting needs) to contribute to his or
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her cost of care is established here. Such "method" is necessary to
ensure consistency in calculations and accountability on the part of
the facility. It is also necessary to ensure compliance with federal
reporting standards.
9050.0760 Anticipating income.

As calculation of a person's maintenance charge is based on the
assumption that the person's income situation or status will continue,
relatively unchanged, into the future, a rule is necessary to guide

that estimate, which is based on "prior performance".

The text of this rule is currently operational as Rule 9505.0065,
subpart 10.

9050.0770 Benefits application required.

Residents of the Minnesota Veterans Homes, because of their care
status, are frequently eligible for increased or additional benefits,
either governmental or private. As an increase in the person's income
in most cases results in an increase in the person's maintenance
charge, there is often a reluctance on the individual's part to apply
for benefits - because the resulting increase in benefits goes towards

cost of care rather than into the individual's pocket.

This rule is needed to require the applicant or resident to make
application for benefits even when such application does not benefit
them directly. The application for benefits requirement was felt to be
reasonable because it could potentially increase recovery on behalf of
the State and reduce taxpayer costs, yet does not result in any
detriment to the resident.

A similar provision or requirement is provided in Rule 9505.0065,
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subpart 1, item A.
9050.0800 Financial interview.

Subpart 1. General conduct.

This rule.requires that the applicant or resident whose financial
situation is being reviewed be present during such review, unless there

is a medical reason the person cannot or should not be present.

The primary reason for this rule provision is to ensure direct
involvement on the part of the person most affected by the financial
review - the applicant or resident. This participation requirement also
helps ensure privacy of financial data as it limits participation to
the person in question unless information cannot be obtained otherwise.

Subpart 2. Rights, duties and consequences of interview.

The provisions of subpart two are necessary to comply with data
privacy requirements of Chapter 13 and to provide the requisite
"Tennyson'" warning to those affected. Such warning provides notice to
affected parties as to the nature of the information requested,
proposed used of information, whether provision of information is
voluntary or mandatory and the consequences which will result from
failure or refusal to provide requested information. Providing this
information to people enables them to make a fully informed decision.

This entire rule mirrors that currently in use as Rule 9515.1500,
9050.0810 Source of financial information.

Subpart 1. Applicant or resident primary source.

This rule specifies that the affected person be the main source of
information. It is necssary to limit and properly focus inquiries made

by the facility into the financial status of an applicant or resident,

75




Requiring information to be obtained from the person directly increases

the likelihood of accuracy of information.

Subpart 2. Secondary or alternate sources of information.

This section is necessary to limit sources for information used by
facility staff. It also establishes the 'priority" of alternate
information sources. This is to ensure that staff turns to people/those
who have the authority to speak on behalf of the applicant or resident

and who are most likely to have accurate information.

This rule contains language similar to that in effect as Rule
9515.1400.
9050.0820 Verification of financial inforamtion.

Subpart 1. Verification required.

This rule section is needed to provide notice to applicant,
resident and legal representative or spouse, that financial information

provided will be verified as to accuracy.

Verification of information submitted in support of any claim or
request for benefits or services must, unfortunately, be done to
prevent abuse of the system or program by those who are not truly

entitled to participate or not truly entitled to receive benefits.

Eligible veterans are defined by statute as those with appropriate
military service status, medical conditions and financial need. Persons
who meet all criteria except that of financial need are admitted as

exceptions under Minnesota Statute, section 198.03. To be admitted
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under this statutory exception, people must make payment of a
reasonable maintenance charge for their care. To determine what charge
is "reasonable" for each person the Board must examine and verify the
accuracy of financial information. This verification is necessary to
ensure accurate calculation of the maintenance charge and prevent
people from unfairly avoiding payment.

Subpart 2. Items to be verified.

Subpart two identifies the types of information which must be
verified by the facility financial staff. The provision is needed to
give notice to those affected of the type of information which will be
checked for veracity. It is a reasonable listing of items since each
relates specifically to the financial status and ability to pay.

Subpart 3. Time of verification.

Subpart three provides a clear-cut time frame for verification of
information. It sets a time limit within which information must be
obtained. A time limit is necessary to ensure that information is

accurate and current. The sixty day time limit was felt reasonable as

it allows sufficient time for response within the typical thirty day

business cycle.

Verification or documentation requirements are frequently included
in rules relating to benefits programs. Examples include rules
9505.0080; 9505.0095 and 9500.2420. This rule is patterned after those
rules mentioned above.

9050.0900 Authorization forms.

Subpart 1. Required.

Authorization forms are required by the provisions of Chapter 13,
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the Minnesota Data Practices Act, and other information disclosure
laws. This rule provision makes separate authorizations mandatory. It
provides notice to the person signing them, of the agencies or
individuals who will be contacted for verification. The signed
authority also protects those releasing information from claims of
inappropriate or unlawful disclosure.

Subaprt 2. Content.

This section identifies information which must be included on the
form prior to the signature and limits use of authoriaztions to a
single inquiry per signed authorization and limits duration of

authority to one year.

Such limitations are necessary to ensure that the person knows, at
the time of his or her authorizing signature, what he or she is
permitting by use of the release; it is necessary to ensure that an
authorization is not used for a purpose for which it was not directly
intended and are necessary to ensure that the consent or authority is
current and therefore valid.

This rule is modelled after currently operational rule 9515.1700.

Subpart 3. Refusal to sign authorization forms; consequences.

The final provision of this rule identifies for people their
obligations with respect to disclosure and provides advance notice of
the consequences of non-cooperation. It is necessary to impose
"negative" consequences on refusal to cooperate so that cooperation and
full disclosure is encouraged.

It 1s reasonable to treat those who cooperate more favorably that
those who do not cooperate - it is a "positive reinforcement" type of

approach designed to encourage desired behavior. Imposition of
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"negative consequences' is a common approach seen in other rules, such
as 9515.1800 and 9500.1214, subpart 1.
V. SMALL BUSINESS CONSIDERATIONS IN RULEMAKING

It has been determined that there will be no impact on small

businesses.

VI. LIST OF WITNESSES AND EXHIBITS.
A. WITNESSES

In support of the need and reasonableness of the proposed rules,
the following witnesses will testify if a rule making hearing is

required:
1. Ms. Karen Jennings, Assistant Administrator for Direct Care,

Minneapolis campus, Minnesota Veterans Home; will testify on the issues
of admissions requirements, compliance review, coordination of rules
with Department of Health licensure requirements.

2, Ms. Kathleen Davis, Director of Nursing, Minneapolis, Minnesota
Veterans Home; will testify on issues of admissions requiremenfs,
admissions process, care planning, case mix criteria and relatiomship

to admission standards.

3. Ila Beste, Registered Nurse, Utilization Review Coordinator,
Minneapolis, Minnesota Veterans Home; will testify on the case mix
system, assessment and utilization review process.

4, Mr. Robert Walker, Social Worker Senior, Minneapolis, Minnesota
Veterans Home; will testify on issues of admissions process,
compliance review, discharge planning and procedures.

5. Ms. Carlene Hoeschen, Quality Assurance Coorindator, Minneapolis,
Minnesota Veterans Home; will testify regarding relationship between

admissions and discharge requirements, quality of care; compliance
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review and its relationship to quality of. care.

6. Mr. Jeff Smith and Ms. Susan Kiley, Administrator, Minneapolis
and Hastings Veterans Homes, respectively; will testify regarding
administrative aspects of discharge procedures and internal appeal,
appeals process regarding admissions decisions, discharge
recommendations and maintenance charge calculations.

7. Mr. Dan Bolhouse, Board Member, affiliated with Presbyterian
Homes (CEQ); will testify regarding use of case mix system in private
industry, use of dual waiting lists.

8. Ms. Bonnie Hagstrom, Medical Records Technician, Minneapolis,
Minnesota Veterans Home; will testify regarding maintenance of and
access to records, both internally and externally.

9. Ms. Inez Bonk or Ms. Bernice Stuart, both of Minneapolis Family
Council for Minneasota Veterans Homes; will testfiy about financial
concerns of family vis a vis resident and impact of rules on family

financial situations.

B. EXHIBITS
In support of the need and reasonableness of the proposed rules,

the followign exhibits will be entered into the hearing record by the

Board:
Exhibit Number Document
1 Department of Human Services rules
2 Department of Health rules
3 Minnesota Statutes re: Veterans Homes
4 Financial statistics re: MVH Minneapolis
5 Sample admissions packet for Minnesota

Veterans Home
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. VII CONCLUSION
Based on the foregoing, the proposed Minnesota Rules, Parts 050.0010 to

9050.0900 are both needed and reasonab]e;
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